
Regulation IV.1(a). Business and Nonbusiness Income Defined. 

(1)     Article IV.1.(a) defines "business income" as income arising from transactions and 
activity in the regular course of the taxpayer's trade or business and includes income from 
tangible and intangible property if the acquisition, management, and disposition of the 
property constitute integral parts of the taxpayer's regular trade or business operations. In 
essence, all income which arises from the conduct of trade or business operations of a 
taxpayer is business income. For purposes of administration of Article IV, the income of 
the taxpayer is business income unless clearly classifiable as nonbusiness income. 

(2)     Nonbusiness income means all income other than business income. 

(3)     The classification of income by the labels occasionally used, such as manufacturing 
income, compensation for services, sales income, interest, dividends, rents, royalties, 
gains, operating income, nonoperating income, etc., is of no aid in determining whether 
income is business or nonbusiness income. Income of any type or class and from any 
source is business income if it arises from transactions and activity occurring in the 
regular course of a trade or business. Accordingly, the critical element in determining 
whether income is "business income" or "nonbusiness income" is the identification of the 
transactions and activity which are the elements of a particular trade or business. In 
general all transactions and activities of the taxpayer which are dependent upon or 
contribute to the operation of the taxpayer's economic enterprise as a whole constitute the 
taxpayer's trade or business and will be transactions and activity arising in the regular 
course of, and will constitute integral parts of, a trade or business. (See Regulation 
IV.1(b) for further explanation of what constitutes a trade or business.) 

Regulation IV.1.(b). 

(1) Two or more businesses of a single taxpayer. A taxpayer may have more than one 
"trade or business." In such cases, it is necessary to determine the business income 
attributable to each separate trade or business. The income of each business is then 
apportioned by an appointment formula which takes into consideration the instate and 
outstate factors which relate to the trade or business the income of which is being 
apportioned. 

(2) Single trade or business. The determination of whether the activities of the taxpayer 
constitute a single trade or business or more than one trade or business will turn on the 
facts in each case. In general, the activities of the taxpayer will be considered a single 
business if there is evidence to indicate that the segments under consideration are 
integrated with, dependent upon or contribute to each other and the operations of the 
taxpayer as a whole. The following factors are considered to be good indicia of a single 
trade or business and the presence of any of these factors creates a strong presumption 
that the activities of the taxpayer constitute a single trade or business: 

(A) Same type of business. A taxpayer is generally engaged in a single trade or business 
when all of its activities are in the same general line. 



(B) Steps in a vertical process. A taxpayer is almost always engaged in a single trade or 
business when its various divisions or segments are engaged in different steps in a large, 
vertically structured enterprise. 

(C) Strong centralized management. A taxpayer which might otherwise be considered 
as engaged in more than one trade or business is properly considered as engaged in one 
trade or business when there is a strong central management, coupled with the existence 
of centralized departments for such functions as financing, advertising, research, or 
purchasing. 

 


